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Part B

1. Eopulation of the Buropeen Satellites, by Age Group end Sex.

Europesn Satellite population will contimue to arow, althouzh glowly. In the
nesr future t&mmmmnefmmwiniamm, &8 will themmnaf
children 1k years of sge snd under. The labor fores itself will incrssse only slichtly
as & percentage of the tobal population. Within the lador force, however, a struc-
~ tural change which began earlier will continue, and a larger proporticn of the
lebor force will be composed of nonsgricultural mrkersf

Of & total 93 million persons slmost 30 percent were in Poland and nearly
20 pesrcent in Best Cermany. The other five Gatellites scoounted for slighily over
50 percent of the total Satellite population.

It is estimmted that should present trends continue the Huropean Satellites
will reach their prewar population level of sbout §5 million persons sometine in 1956.
The relstive distribution between the Sstollites will remsin wnchenged, it 13 believed.

The Satellites have a cammon pattern of ropaletion development. It ia primsrily
a pattern znm&mmgmmmemmmﬁmﬁnmmmm
the middle age group will increase much move slowly.

2. Lsbor Force,

The labor force for all the Satelllte countries vas ﬂi‘glxﬂ.y under 43 wiilion
persons in 1953, having incressed by 2 percent over the previous yesr. A 4.3 percent
increase is expected between 1953 and 1956, bringing the lambor force total to almost
45 million. Increases in the labor force for individual Setellites range between 1,8

percent for Bulgeria to 6.3 percent for Czechoslovekia between 1953 and 1956.
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¥ithout exceptios:, aprisulivunl labar hes beewn shiftliy 1o t;amg:riculmm perpuits
in the Furopesn Smtellites sinee 1945, The lndexes Loy agrieultaral lsbor show coRstant
declines for esch Satellite with the exneptiocn of Poland and Remsnie vhere the shifte
. \

N
from agricultuove to nonsgriculiure parsuits has been wlower and sesller in magnitude,

O the other hand, iudexes of eccuvals to the nomsgrieadtural dsbor foree since 194G %
/ N

show much preatar incresies for esch of the Batellites. Allmats, Balgerix, Polsnd sud
Rumsnie sontinaed to heve & greater porconiage of the totel laber force in sgriculture.
Crpehicaloveila, Hunpery sod et Gurseny, oo the obher band, beve labor Forces couposed
for the soat part of nosggricultwsl workers. However, the trosd toward sonsgriccliussl
i prefevence to soricultural Iabor seens o he clm&g in evicence in 8ll of the
Burepemn Satellites. Ouo result of & sontimilng trend of this kind will be {ncreases

ia the productivily mod efficlency in lsbor and & contipned izcraspe inm the rate of
growth of the :wg:wm sertors of the secnomy with & zmcefa:mst declinge in the valoe

of sgrismsdtural output.

In the cese of uo single Satsllite has total Agriculturel production resched prevas

levels according to indexes of total egricuitural oatput usixc 194 ss the Lase yesr.

However, produstion trecds gince 1945 with the exceptions of Lumenie and Fagsry heove

' "Besn congistently upward. It should be wphagised, however that of the two zajor

catagories of evops, food and industrial, the lmtter have bes: produced in considershly
groater quantitles thes wes dere before Wordd Wer II. In: Rumania, Polaad, and Exm@‘ry
Indexer of the production of infustrial crope show them shesd of food crop produrtion.

On balencs, the livestock populstion situatios fn the Zaropeas Scteilites vas sizost
st favarable 1: 195h as in prewer years.

) oy
L 3DP79T01149A000500010006-5
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With the exception of Poland, there have Leon o Idrge set acsrukls or signid cant
expansion of gxreble land within the Ruropesn Satellites sres.
b, Industriel Pro@uction

The sube-divigios of the industrial sevtor of tha Smtelllte countries inte iodusitay
groups {subesectors) reveals clearly the aystem of prioritics established wefler Commanism,
First priorities go %o mechinery ssd eculipment. With the peraduction of mschinexy and
ecuipment a8 8 prizsry goal, it follesw that supporting prioritiss wuld po to chestcals,
buldding meterials retals and enprgy. Conmecuently, light and textile iadustries,
foud processing sud forestry profucts are reimtively sagieeted industry growps. The
indexes of the profuction of industrial comeodities eshov clssr ovidence of these trends.

From 1ohd to 1554, Industrial profuction indees moved weerd steadily and rapldly,
avergging 20.2 perecent for all Sateliites per yemr. Hy 1554, Bulgzeris kad incressed
industrinl profuction 110 pereent; Crechcslovakim, (0 percest; Zmst Gcrmany, 197 perceut;
Humgary, 115 percent; Poland, 131 percant; sod Remnis, 114 pereent.

yl

Bapween 1582 snd 1954 the index for totml frelsht turnover incvessed for all
Hatellites by sypro¥imstely 123 percest, considersbly exceeding, in 63l ceses, prewar
achievensents in the £ield of freight hemdling. As & supportisg index of the rate of
growih of isfustrislimation in the Rurcpsan Satellites, this sohievesment s signiftosst.

Conmunicetions, on the other band, 44 not show such lawge iscresses sver 104,
slthough, except for el Germny wnd Folmpd, 1956 productiss indewss were mueh higher
’thu; prevar.

48 industry-rolabed ssrvices, 1% ey be expected that irnssportation mnd Gt

mundoationg indaxes will tontinue $o riss along with Indexes of infustrinl production.
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8

only Poland exceeded prewer militery end item production in 195%. All other
i % sl
satellite eountries fell considerskly below praver levels of produetion. The grow
of uilitery end item preduction bss been sigaifiesmt, i releiively siow compexed

- . s w
45 ipdustrial production. It should be paphasised thatl conaidersble amibt mey

hwst wpon  the production flgures 1igted in the stteched tebles sinoe they st by thelr

very nature be egtinated on the basis of slender pleced of evidente.
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e L,

Tho statistlcs furmished in Parts 2 snd B were derived from productlon estinstes

nsde by comsodity enalysts in  the Office of Resesych snd Reports, Centrel Intelligence
Agency. The methodology of eomputing Gross Motiomsl Froduets for the Huropesi
satellites wes deseribed in Pevt 4. The ccomofity ond seyvices production esiimsles

together with descriptions of the =ethodology suployed are svailable 1o the

Intelligence Community im the Estimstes File, ORR/CIS, Washington, D.C.
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1928
1937
1940
1948
1649
1950
1951
1552
1953
195k
1555
1960
1965
1970

Femsles

1928
1537
19k0
1948
1948
1950
195%
1952
1953
198k
1955
1960
1945
1970

Total

1928
1937
1940
1918
19ke
1950
1951
1852
1953
154
1955
1960
1965
1970
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oy 15:19  20-29 059

a8

205

220
231
263
297
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Populatien of Albauls

67

&8

67

67
73

135
12y
135

1h7

Table

{in thousande)

102

117
129

126

102

116
128
126
125

233

257
252

251

164

22
2k2
267

167

1%2
27

271

3

528
58
538

60 and over

L7

57
71

H

36

37

13

Total

585

627
686
%
8%

591

632
€88

837
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1928

1?34?

LTS CEU I

982

1,042

1'1313

ok

1,077
1,004
1,088

1,929

1533

3

26
230

34

€98

£80
616
se
622

&3

1L,3n

1,33
208

1,350
1,235

anTAl

Populetisn of Zul-aris
{in thousands)

-3¢ &0 aml over

1,280

1,289

1,410

1,50%
1,627

2,569

3%

3Tk

Lok
467
633
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SECRET

Teble

Populstion of Cpechoslovekie
{in thousands)

O-1k

1950 1,588

1950 1,53

19955 3,439
1260 3,450
1965 3, 15k
1970 2,801

15-19 20-29 30-3 60 and over

&

R ES

&

536

B8e

883

i, 191
3.;302

&

g838

1,055

1,957

1,928

1,830
2,135
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2,615
&

2,
2,567

L, 877
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817

1,549

1,373

2,0
2,280
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2,110

1985 1,832
1960 1,136
1965 1,5tk
1970 2,073

1949 2,03

3 1
195'5 1’%‘3&%

1048 1,838
1970 1:9%

1950 by 1k

1955 3,596
1960 3,503
1965 3,752

970 k,059

Pepulation of East Jermmny

Table

(in thounsanda}

699

83
Lte
520

693

189
86k
§55
513

i, 595 :
3,347

925
1,042

1,451

2,557

2,443

el
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3N

2,953

2,655
2,133

h,526

1,771

1,260

7
1,459

1,727

2,998

Zotal

8,351

10,533

9,880
2,588
M1

Dyl
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The long run effect of & continued exphasiz on the production of producer's
zoods may be expected to be s contimuing high rate of growth in the industry and
industry-related sectors of the Satellite economtes with 2 yesultant increase
of the wer-meking potentisl of the Sine-Soviet Bloc.

3. Hethodolosy used io Computing Crose Hationsl Products of the Buropean Setellites.

Hational asccounts series are designed to memsure ngtional economie achievement
throush time. The enmusl svoss national product is the principel asgresate used for
this purpose. The jross nabionsl product {(aP) is the sum of the volues, at market
prices, of all goods end services produced by an economy, including the velue of the
capital goods partially consumed in the production process. IL thus messures the
totality of economic efford and conptitutes the mimi;m current messure of the
broductive cepebility of en econony. GIP estimates should be nsed, however, with
apprecietion of thair'limmﬁmu, especially in corpsring the achievements or product-
ive capabilities of different cconomies or in developiny intertemporsl comperisons
over & long pericd within a given SCODORY .

The postwar netionsl mocownts estimates developed in this report rest upon prever
Pimures for the Rastern Eurcpean countries, which heve been manipulsted to serve as
base-year estimates. Accownts for st least 1 Prever year for each country have been
snalyzed carefully and adjusted to US petionsl accounting practices. The local
currency estizates thus obtained have been comverted to & common value unit
(1925-34 US dollars). These estimmtes, in turn, have been converted to 195 U
dollars in order to facilitate intermationsl compordsons for recent yesrs. Pinelly,
in order to use these estimates as base~-yasr figures in developing postwer estimstes,

they have been adjusted to yostwer nations) howndaries.
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For the purpose of constructing indexes of ORP with which to move the base-uesr
estinates, production indexes have been developed from estimetes of phyeical cutput.
Eptimnten of output for a rvepressentelive serics of joode and pervices heve been
nzgregeted at progressively more inciusive levels, ths final level of sggresation
being GHP, In aggressting production indexes to hizher levels, use has beon mede of
the concept of "velue udded” to eliminate multiple countine.

This procedure is bellsved to offer the most relioble besis avnileble st the
present time for estimating the prowth of GMP in the fatellite economies. Sutellite

aoutput fwts; appear Lo be zenerally relisble. In sny event, they are preewssbly no
more 1ikely to have been falsified, and they are more complete and ave much less
1ieble to misinterpretation, then the official date sveillsble on Satellite notional
accounts.

The procedure used results in further sdvantage for the study of the Satellite
ec@mmiam Production indexes Bave been aggregated gt varied levels, resalting in
a wide renge of indexes below the GNP level of aggregstion. These fractionsl indexes pen
permit more minute examinstion of the structure of production (frequently recutred for
specific intelligence problems) than is possible by the simple comparison of GRP
estimates.

A, Bime-Yeur Betlmutes.

The Tirst step teken in the comstructicn of the present seriee of estiuntes of
the Baropean Satellite CRP ism the development of bese-year estimetes. Thesc sre
estimotes of GEP for 1938 in 1951 UB dollars for esch of the Setellites, adjusted
to 8 postvay territorizl besia.

The prewsr GNP estimstes have been used in determining the Satellites' postwar

national scoounts becemse published postwar official mationsl sceowmts dpts ere
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Lncomplete and the methods of caleulstion used in developin: them are dubious.
Arthoush eome agirepates ere published by the individuel Burcpesn Satellites, these
date sppear irreculerly, end there ig not o complete set for sny yese or for sny
xamiry. Where constant prices eve used, some countries use postwar prices; others,
 prewar prices. Where "netionsl income" sgsregates ave published, the Satellites use
the Commeiist “net material product”™ concept, which onite s Ierge mscunt of services
aot dlrecily comnected with moterisl production. The published announcements do pot
exploin in detsll how these spgresates are constructed, snd there is no sssursnce
that methodology Ie consistent either zs among the verious Satellites or as "|onT
different time pericds. Thus use of &tf.tc;nlly published agorecative Sats is not
feasible for mahin: the internatfonsl snd intertemporsl comparisons thad sre needed
for iptellizence purposes.

The procedurs for Bm:% the base-yesr estimetes falls intc three phases: (1) an
estimate of 1938 GNP in locel currency, (2} an estimste of 1938 (FP in 1951 US dollars,
end {3) the sdjustment of both figures to e postwer territorisl besis.

Prewsy antlonel sccounts date for the Buavopesn Satellites sre svalilsble from
various sources. mmmmmmam &8 to conform to thmm concept of
GBP, by the adlition of omitted services, the conversion from o fTactor-price t0 a
market-price basls, and the sdjustment from & net to & gross prodict basis {including
an sllovenee for capital consumption) as required. The develomment of dollar estimates
depends beavily on the work of Colin Clsrk, who estimated the nationel sccounts of
most of the countries in the world in 1985-3% U8 dollaers, which he callsd Inter-
national Units (I.U.). These dollar estimates have been converted to 1951 dollers
by the U8 retail price index and then sdjusted for posbwmr boundary changes, usuelly on’
the basis of prewer populstion and per cspita production data.

Rel 1999/09/21 : CIA T01149A000500010006-5
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In the conversion of ORP from lodal currencies to dollars; no use has been
mede of official or other foreisn exchsnge rates except for Bulgwris. For the other
countries the method used by Colin Clark is based on a divect compariscn of internsl
priceg of congumpition zoods and services in the US with those of each of the other
sountries fov the yesr 1929. 8ioce compurative price data for Investment zoods
and govermsent services were zensrelly wpavailebdle, Clark ssmumed that conversion
rates for these would be approximntely the same a& for copemmption zoods. He cbhleined
over-gll conversiop ratics of esch curresncy io dollsre hy weighting the individual
commodity end service price ratios by quentities of comsdities snd services consumed,
both in the US and in the other country. These two weighted aversges are typlcelly
differant, since the consumption petiterns are different. The geomstric mean of
these two is the conversion ratio finally sdopted.

The price data svailable to Clark veried in coversge from country to coumtry.
ummﬁm of cousumption expenditure as a whole (for the period 1997-28). For
Crechoslovekia, dste were availsble on conmmption expenditures in the early 19%'s
for various income levels of waze and sslery earners. Por omr‘conntri.es, yrice
date were evailsbie on only food, rent, end fuel. Price ratios {doller to local
currency) on these items were adjusted by Clark to total consusption coverage by
applylng factors {the relstionship of the sample of price ratios, the over-all price
ratio, sad income per head) which he obtoined fur those countries on which more data
were avellsble., For Bulgsria, no price dsts were avollsble, and Clark employed the
foreizn excheange rate between the dollar and the leva.

B. Method of Computine Indugtry, Sector, snd GBP Inderes.

i. Istroducifon

ApprovB PRSP HbIELER 14bSTIRFETURARRORYY POPPASX 0865808166065 Buropean Satellite
CERBET
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mxnmmmwmmﬁmmﬁmmemmmmmm.
This bas been done in several stages.
Teble 2

Grosa Hationel Product
of the Buropesn Satellites a/

198
Local Cexwensy

{BLi1lior Tdts) Billion
1951
Countyy Puit Amsunt, W 3
Bulgaria , 1938 leva 62.9 1.0
Czechoslovakin 1938 koruos £5.5 7.3
Enat Germeny 1938 Bn 25.0 16.1
Hangary : 1938 pengoes 6.6 2.5
Poland 1938 zloty .7 1b.5
Rumenta 1909 1st 20%.0 3.1

Buropean Satellites W5
& Eot Inciudin; Kbesis. ‘

Firet, production indexes for sbout 100 commodiifes have been constructed and
grouped into 22 isduatry or industry sroups. Agzresation st this level involues the
Wm@wu&d&nhtmdm%wﬁm,wmmmﬁm values
can be summed snd compared over tive.

After industry indexes are computed, there is an imﬂm problen involved
in zrouping velated indewes into six income-ordrineting sectors of GNP, The methodolooy
mfwtmmmmmm,umm-wmammwmm
sgzregation aimply involves sumeing valusg, as for & single industry index -~ to the
rather coeplicated technique for the industry sector, whare velue-sdded weishts have
mw&m:mmmxmmm&mmmzm

The final level of sggrezstion involves the computetion of s series of veights.
mmt%wMM&MMcmsmWMM} vhich then are used to
move the base-year estimates (see under 2, sbove). B

In the present section the general methodology for the three levels of sicre-

gation -~ industry or industry sroup, sector, snd GP -- will be dincuseed in turn.

Approved For Release 1999/09/2;_! :
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2. Industry or Industry Croup Indeses.

The bullding block of the industry index is the production index for s commodity.
The: im&us;:ry inm congists of one or more production indexes. The producticn indexes
mesgure chanpes in physical production of the subject comodities through time.

8. Prices Used.

Since it is mot possidble to mggregate physicsl vnits of different com-
mpdities, some common aystem of valus must be used for weighting. A set of constant
prices has been used in order to eliminate the impact of zeneral price chepges.

Uge of conmstent money prices (in this case prices used for plamning purposes)

—Tredtes mn ineccuracies vhich should be understood by the reader. Meintenance
of constsnt price relationships through time tends to eliminmte the fmpact of tech-
nologieal change. Constant prices also tend to eliminate chan o8 in the structure of
demand for final goods. It should be noted, however, that sufficient changes to
distort the index in mny stetistically simificant sense ocour at irreguler intervals
and usually develop zrsaduelly. Periodic reviaion of the wrice gserles throush time
will usually elimintte this problem. It is not helived thet the fupect of
technological changes in the Sstellite countries from 1938 to 19%9 is such es to
preclude the use of the planning prices for the Setellites (usually 1938.50 prices)
a8 valee uiéhts,

Relatively complete lists of local plsuning prices arve avedlsble in
ueehle fomm only for Crechoslovekis, Bast Germany, and Bamgary. Reflectin: as
they do the postwar snd post-Commmist scarcity relaticnships asd the price besis
used for current plasning, these prices represent the best measure for recent years

which is currently aveilsble. Bungarien prices have beem used Cor the other

Approved For Release 1999/09/;2:?;"$§TDP79T01 149A000500010006-5
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aluaasdi

Satellites {Poland, Rumanie, and Bulgariz), on the grounds thet the Hungarian product

relationahips would of fer a cloper approximstion to these nixed apgriculiurel and
industrial ecopomies then would the prices of highly Imdusirislized Csechoslovakia sad

Esst Germany.

b. 3ities Used.

No attempt has been made to cover exheoustively the commodities within
each imdustry or infustry group. It has been nssumed that detsniled reporting of the
principal products for esch bndustry yields a satisfactory level of'mm;ey, gince g few
key comsoditles usually constitute o preporderance of the value of output within
an industry.

Developmert of pMncﬁmz indexes by the procedure of analyzing
commodity outputs eppears to offer the fimmest entry to the Furopean Satellite economies
currently available. The datn published on petional aggregates are fregmentary snd cannot
be interpreted with certainty. On the other hand, e physicsl output estimstes used in
this report rest oo extensive data, which mey be checked for internal cousistency.

3. Sector Infexes.

For the purposes of this veport, GNP ig divided into the following income-
origineting sectors: iundustry, sgriculture, transport and commnications, congtruction,
services, and trade. D scussion of the sggregation of indexes forihese séctors follows.

a. Industry Sector Indexes

(1} Yalue-Added Comcept.

The industry indexes, vhich are constructed with the use of price
weights, messure changes in gross velue of ocutput. In & coeplex modern economy a

Approved For Release 1999/09/21 : CIA-IDP79T01 149A000500010006-5
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subatantiel part of the gross value of output of each industry is produced by other
industries from vhich materials and gervices are purctaged: for exsmple, gross value
of cutput of the sutomobile industry ipcludes some of the value of output produced

by the steel Industry. Overlapping relstionships of this sort must be allowed for

1# sn mcourate measure of the comtribdution of the inBustry to the ecancmy is to be computed.

Stpee ipdividusl industries or industry groups contribute cnly & portion of the final
value of zﬁastrm output, it is mecessary to weight the industry indexes by the
contributions esch imdustry mskes to the Pipal Iudostris) product. The latier
g?nce'pt 1s "value-sdded.” This measure elimlneles multiple counting in the development
of the industry sector indexes.

VYalue edded mey be‘ &fined sg & messure of the pet addition
to the velue of the product contributed by s specific producing entity. The usual
pessure of value added le the sum of the wage bill, tbe capital consumption allovmnce,
and the profits in the industry in guestion. Data in this detail have ot besn
developed yet for the Satellite countries.

(2) Estimetion of Velue-Added Weights fov the Industry Sector.

The valus-added weights employed herein are derived primerily
from estimated industrial menpower ellocstiocns. Erployment estimates by mejor
ipdustrisl groups are svailable for the recent years 1352-53. Profuction data
have been used to perform detalled breskicwns, for the mejor industries. This
techniuge permits the development of & series of value-added weights, whick make
possible in turn the development of a credible industry sector index.

Use of employment data involves the agsumption that the

prc&ue&i £ lebor in industrisl employments is uniform. 48 & matter of practice,
proved For Release 1999/09/21 : CIA-RDP79T01149A000500010006-5
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lebor productivity increapses as the comentration of capital per unif of lsbor increases.
More then this, the technique more or less lmplicitly sssumes that the lsbor cost
imputed in the preceding memmer constitutes the sole measure of value sdded. Thus
there is the added lwplicit sasmmmption thet the @maria&tizmi of degmeciation (cepital
consumption allowances) and profits is identical with the varistion in the labor
force employed in the infustry. The sccopbebility of eamployment date ss a basis for
computing for valuw -added weigzhis is sttested to by such independent checks as have
becone avni}lable thus fer. The East Corwmen and Hmyerien eatisetes of value added
eppear to coincide in gepersl with the weizhte which have been developed from crude
employment date. The pregent lack af informebion on waye psyments, depreciation,

snd profite In the Satellites, however, would mmke it necemsm to use the dhove
techuique even 1f it were less relisble then it appears to be. Appendix ¢ summarizes
the vaine-added welghte derived for each Burcpean Satellite, and Appendix D explains
the darivation of these wei:his.

(3} Producer ssd Conswmer Goods Subsector Welslts.

The industry sector has been divided ints tw subssctors -—-
producer joods snd mns‘merfpcds Indexer of producer zvods ard consumer goods
activity generally reflect felrly closely the proclivity of the economy to epend
for capital goods or for consusption. Allocstions of industry weizhts to cepltel
goods or eonsumption goods involves s certain smount of arbitrary Judzment. The
cutput of certain industry groups -- for exmple, chemicale, and solid fuels -~ is
parchaged by industrial users and by conmmers ss fimsl producte, but these soods
sre purchased in such relatively suall quentities by consumers ss £inal products that
quentification of this commmgtion has not been attenpted, because the cost of developin;

accuratappFbliediPer Rulddsbe 99810812 e ClLA-RDBASTI0N 19200 5RO0 10006 bt aved.
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The congumer goods index 1s bullt on = reletively emsll sample of
output beecsuse of the limited reporting in thig ares. The producer goods subgector
index probebly is wmore representative of the change in production snd cepitel goods
industries, although the estimated mergin of errur for dste on the producer goods
ares generslly exceeds that for date on the consumer goods erea. The grouping of the

industry sector weights into consumer goods and profucer subsectors for each BMropesn

- Betellite {e shown in Appendix €.

The rellability of the sector index ig essentially a function of
the rellsbility of its constituents. m principal constifuentz of the index are
three: physiesl production reports for commodities and services, prices employed
to value these commodities apd services, and value~added weighta developed to control
maltiple counting.

It is believed that the phyai@ production estimates are broad
encugh in geope  and sufficiently sccurate o permit the devslopment of 5 useful
production index. In general, in industries or industry groups where the value-added
wi@xta are § or lgds there is & wmaximum mergin of error of plus or mimus 10 percent.
In the highest value-edded weight categories (10 snd sbove), the margin of érror usually
lies within plus or wisug 5 percsnt of t.m‘ abaclute production figure.*

The price structure employed to value putput is believed to be

representetive of searcity velationships for the countries for which specific prices

#* Meny of the individusl estinmetes upon which this report is based are believed to err
oply oo the positive or on the negative side, but the margin of error cupressed in the

text, if accepted as sn average of the individusl estimstes’ marging of srror, does not do

violence to the feacts. The estimetes with these marging of error have = 95-percent
confidence limit.
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are svailsble aud ressonnbly relleble for the other countries, to which the
Hungarlen price structure is imputed.

Value-sdded velghts seem to have & ressonsble level of relisbility.
The veights seem to stend up well in terms of what information 1s availsble from Esst
Germany, the only Setéllite country forr which an in\;‘n»endmt check 1ls evailsble.

The value-added waight employed herein for food vas derived from
the Soviet Bloe aversge, due note being teken of the net import stetug of the East
Germen econouty .

B r Beot 5 .
The agricultursl sector is simply & summation of the valuss of
v&im egricultural products, in constant prices, and its formietion imvolves the
corputation of en index of production similer to the industry group irdexes. The
same 1s trufe of the trensport end compuniestions sector index. For the construction
sectox, alao, & production index has been used, employing selected m&iﬁm zsterials.
(The commodities, services, and prices used are shown in Appendix B.}

The services sector index is mssumed 1o move in accordance with population
changes. In the absence of specific date for services, it ies assumed that per capits
incremses in goverument services, {health, educetion, and the like) roughly offeet
declines in the area of personsl or private services in the Sstellite countries.

The trade sector index has been cbtained by mesing of employment in the retall
and vholesale trade cetablislmenta. This technique has been checked agalinet sSpecific
pronouncements sbout the share of trede in ONP in the early postuar period, during which
time many of the Burcpean Sstellites kept netionsl sccounts im & fremevork roughly

comparable to that esployed in this veport.
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é. GNP Indexes.

The GHP indewen, 1ike the industry sector indexes, must measure the real change
in production of all fine) goods and gervices over time. The sector weights therefore
should represent gross value sdded by each gector.

The ususl method of mesguring resl changes in GNP 18 to construct OMP in current.
prices for varicus years and to reduce the series 1o & constant price messure by the
uee of appropriate price indsxes, This method requires reliable current value aggregates
and comgprebensive price infoxmation, both of which are ungvaiiable for the Europenn
Satellites. In the sbsence of these, the method of sggregmtion of production information
into GNP indexes has been used.

Value-added weighte for sectors of GNP bave been developed by varicus means. For
Poland, Czechoslovakia, end Bungary, official pubsectors used in this report. Fuor
East Germany, exployment date have been used. For Rupenia, sector velghte have been
developed by anmlogy with those for other Satellites. For Bulgaris, weights published

by the UN bave been used., "he detatled calculations ave presented in Appendix E.
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Table

Europsan Satellite Oross Yationel &’r«maf
(im B1)1lons of 1951 US dollers)

L2 265 00 9% w3 1% 19 1%

Rulgaria 100 1.06 1.04 130 115 1,17 1.8 .28
Upechoslovakia |, Ted &8 T2 7.6 .?‘.? 8.3 8.9 o2
ingt Termuny 6.1 B 9.5 110 126 130 .8 15,8
Hangeyy 2.5 2.0 2.2 2.4 2.7 2.9 10 3.0
Poland 15 0.8 12,1 13.5 139 1.3 159 17.2

iotal bhes 39 36 8.3 M1 b3.3 M7 9.s
#. ‘xoloding sibania

Table

Indexse of Cross Natlonsl Frofust of the Deyopean Satellites
1938 and 1948 - %, o/
1948100

1% 1 ek 1% 04 18 19 109

sa) garia s 100 s 10, B 10 us in
CaechosJovakia W8 100 107 uM2 uk 1m 132 1%
Zast Cormany B 100 08 125 1% w®e
 Bungary 126 100 1z 123 1w us 152 s,
Foland BH10 wz w5 w8 1w ur 1
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Paxrt A.

1. Grose Fetionsl Product Trends in the Europesn &téll:was 5, 1938-195k,

Imms in the totel value cf‘m goods end services produced (CNP) in
the Burcopean fSatellites since the war have refliected geversl important phenomena
thet should be teken into secomnt in interpreting the meaning of chapges in Hatel-
lite GHP and its future srowth. Repild industrislization of these econumies haz
cecurred wmiformiy under soclalizetion of indugtry and euthoritsrisn sllocstion
of resources by the stete throush such metina as texation, compuleory deliveries
from agriculture, reglmentation of workers, and reticning of consumer svods.
In the years immedintely after World Wer II lsrge increeses in GNP reflected;
esaentielly, the period of recovery from the dlsorgzenization end destruction
caused by the var. The dlssipation of the chronle vnderemployment which was
characteristic of most of the Satellite econcmies in the prewsr ped od and the
forced sccelerstion in the use of resources also affected the incresses In
GHP. In sddition, the achisved incresmsésm in the stock of cepltal goods ylelded
increagen in GNP in euccseding periods. Pubuwre growth of GNP, however, will
come to depend more and more on efficient utilization of rescurces and
increasss in productivity as a result of the efforts of labor and manssement,
technological innmovetion, and conbiming increases in the stock of capitel
equipnent of these economies.

The treand of yearly percentsge inoresses {thst is, percentsze increase of
each year over the previous year) of the GNP in all the Satellites was generalily

downvard during the 19%0-195k pariod. The aversge of the {"ive yearly percentace
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incresses for this period were es follows: Bulgaria, L pevcent; Bumenisz, %
pereent; .cmemmmm, SIpermt; Poland, & percent; Hunzary, § percent; and
Bagt Cermamy, 10 pevcent. The high Best Jerman average is explained by the late-
naps of recovery from wartime dlalocstion lerzely csused by USSR pollcy decimions.

Table 1
Anpusl Rate of Chemge in Grose Nstlonsl Product, 19%0-195h

9% lsm g% 195 oo

411 Satellites 8.7 6.0 3.8 5.5 6.0
Bulgaria 2.0 9.0 70 S % § 5.0
Crechoslovekia b2 2.0 2.9 1.0 3.k
Rast Germeny 13.6  13.0 9.7 6.4 6.8
HBungery 7.5  11.0 3.6 5.2 ¢
Poland 8.7 | 1.0 2.0 3.9 8.2
Rumanisa k2 100 2.8 b7 3.b

2. Gross Fetional Product by Sector of Origin.

Annlysis of GNP by sector of origin veveals the weyy striking ewphesis in
811 the Satellite countries on industry, traneportsation and commmications, snd
cometruction, ¥For the Sstellites sz & whole these sectors have incrsased sbout
one~third since 1950. Agriculture, services, and trade;, on the other hend,
have chenged only slizhtly since 1950,

Hm szriculturel sector ind %%s shown in Table  , Pert B, reflect the
grest a1fficulty which has been experfenced by the Sstellite goverrments in at-
tempting o incresse asricultural cutput. OGenerally the level of production in
1954 was about equal to or sXightly below that of 19%0. However, 1954 output,

compered to 1938, was substantially lower for most Setellites.
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The 1950-54 perdod wus one of rapld zrowth of the industrial sector for most of

the Sztellites. The all-Satellite inerease wos G2 pexvent for this pericd.

Teble 2
Al1-Sstellite Index by Sector of Orisin 1948100

ALL Satellites 1936 1948 1% g% 193 1g52 1953 gsk
Industry 15k 100 116 13 16 183 =208 225
Agriculture 8% 100 109 126 129 125 130 13
Transport and 28 100 116 128 2 188 rs 18k

Commmications

Building | 156 100 A 13 143 158 179 186
Services 110 100 101 o 02 102 103 | 1ok
Trade 19 100 96 93 9 9 91 98
A1 Sectors--GNP o 100 9. 1A 29 137 3N 154
The course of the transportetion mnd compmmicstions sector follows, in senexral,

that of the industrisl secior. This ie not suwrprising, for tremsportation and com-
mnications are intesral parts of industrisl mrowth. The 1956 index of the tran-
sportetion and commmicetione sector for sl the Satellites covbined wes b percent
ebove 1050,

In genersl, and ap mey be seen from Teble 2 sbove, the industyy, Lrensportation
and cosmmications, and construction sectors of OGHP heve been growing st & foster
rate then sgricultire, services, and trade.

Uolortunately, no adequate time series of Ionvestoent in the Setellite econcies
gre avallable et the present time. The stognation of mgricultupe compersd io the

N
srowth shown in industrial output ie & reflection of the investment emphasis of the

Satellite plammers.
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